SENATE RECORD VOTE ANALYSIS

104th Congress February 15, 1995, 7:52 p.m.

1st Session Vote No. 72 Page S-2749 Temp. Record
BALANCED BUDGET AMENDMENT/Capital Budget
SUBJECT: A Resolution Proposing a Balanced Budget Amendment to the Constitution of the United States . . . H.J.
Res. 1. Hatch motion to table the Biden amendment No. 278.
ACTION: MOTION TO TABLE AGREED TO, 59-38
SYNOPSIS: Pertinent votes on this legislation include Nos. 62-63, 65-71, and 73-98.

As passed by the House, H.J. Res. 1, a resolution proposing a Balanced Budget Amendment to the Constitu
is virtually identical to the balanced budget constitutional amendment that was considered last year by the Senate (sge=$63d Co
second session, vote Nos. 47-48). The resolution: will require a three-fifths majority vote of both Houses of Congrésspendefic
or to increase the public debt limit; will require the President's annual proposed budget submission to be in balancegaird will
a majority of the whole number of each House to approve any bill to increase revenue. Congress will be allowed to waive t
requirements for any fiscal year in which a declaration of war is in effect. Congress will enforce and implement this afmgndmel
appropriate legislation. The amendment will take effect in fiscal year 2002 or with the second fiscal year beginning aftel
ratification, whichever is later. The States will have 7 years to ratify the amendment.

The Biden amendmentwould create a separate, off-budget capital budget. Specifically, it would strike section 7 and insert t
following: "Total outlays shall include all outlays of the United States Government except for those for repayment otigbetht prin
and those dedicated to a capital budget. The capital budget shall include only major public physical capital investnaatits. For
fiscal year, outlays dedicated to the capital budget shall not exceed an amount equal to 10 percent of the total caitlggarfor th
which amount shall not be counted for purposes of section 2. Three-fifths of each House may provide by law for capital bu
outlays in excess of 10 percent for a fiscal year. Total receipts shall include all receipts of the United States Gowaphtkeosex
derived from borrowing and the disposition of major public physical capital assets."

Debate was limited by unanimous consent. Following debate, Senator Hatch moved to table the Biden amendment. Gene
those favoring the motion to table opposed the amendment; those opposing the motion to table favored the amendment.

(See other side)
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Those favoringthe motion to table contended:

The Biden amendment should be tabled for several reasons. First, it would serve no useful purpose because the United States has
no need for a capital budget. Second, having a capital budget would permit annual deficits for capital spending thatgeere so la
that they would negate the value of having a balanced budget amendment. Third, having off-budget capital spending wgeld encoura
abuse of the definition of "capital." Finally, the amendment would inappropriately set budget priorities in the Constitngion. T
priorities should be set by Congress in statutes.

The United States does not need a capital budget because its capital spending is such a small percentage of its badget that it
easily pay for it on a pay-as-you-go basis. Individuals borrow because they make purchases that are so large comzamedaio their
income that it is difficult or impossible to pay for them in one year. The most obvious example, of course, is the paditase,of
which is typically more than the annual income of an individual. For the Federal Government, though, capital expenditures are
currently at 7 percent of the budget, which is a little bit lower than the historical average. Within that 7 percente tlaegeng|
item is a $7 billion nuclear aircraft carrier. Clearly, with a $1.6 trillion budget, no capital project is so large thdirdafiting is
the only means of purchasing it. The largest continuing capital project of the United States, the National Highway sgbieays has
been operated on a pay-as-you-go basis by collecting a gas tax. This method of financing has reduced the cost of th&tdrighway sy
by more than $750 billion, which is the estimated amount of interest payments that would have been paid if deficit fidde=ng ha
used.

Though the Biden amendment would have no useful impact, it would clearly have negative consequences. We urge our colleagues
to consider exactly how this proposal would work in practice. Under this amendment, all capital spending could be plaged off-bu
by a simple majority vote, as long as the total amount of such off-budget spending did not exceed more than 10 pergesatrsf each
budget. Every penny of that capital budget could then be borrowed; in fact, our colleagues emphatically state that tkheyateant to
the budget precisely to permit deficit spending. This year's budget is approximately $1.6 trillion, and the latest ebenufcaf
is approximately $190 billion. If 10 percent of that $1.6 trillion were taken off-budget, then the official deficit forathigoyid
be only $30 billion, which is less than 2 percent of the total budget. In other words, according to the Biden amendmiéed, the Un
States budget is just a teeny bit out of balance. Deficits nearly as large as those we currently have could be run.imti&finitely
amendment would allow the United States budget to be out of balance by 10 percent each and every year. The Biden amendment
would allow Members to pretend they have balanced the budget while the United States would continue speeding into bankruptcy.

Our next objection to the Biden amendment is that it would actually decrease capital spending instead of increasiacgit. If it w
permissible to deficit spend for capital projects, the chance of actually obtaining any funding for any such project Virautiol be s
none. All capital projects would be moved to the capital budget. Additionally, when Senators saw that a capital budgtteexisted,
temptation would be to redefine or restructure other programs to make them also qualify as capital expenditures. Thiv@ew, crea
budgeting would squeeze out funding for true capital spending projects. The Biden amendment tries to solve this dedisigional pr
by restricting the budget to "major public physical investments," but the Office of Management and Budget already hasdleee sep
categories of spending under its definition of that term. We imagine that Senators, being creative individuals, would itbme up w
a few new categories if this amendment were to pass.

Our final objection is that the Biden amendment would place in the Constitution a budget policy decision that should be made
by each Congress or even on a case-by-case basis. If one Congress wishes to pass rules favoring capital budgetinghleshould be
to do so. If it wishes to give preferences to certain types of projects, or consider all spending on a case-by-casabadisutidbth
bind its decisions. These questions are temporary, political questions, the answers to which will change from year tthgear. Whe
or not capital spending will receive preferential treatment should not be a constitutional, permanently decided question.

The Biden amendment would try to solve a problem that does not exist. In the process, it would gut the balanced budget
amendment, lessen the amount of capital spending in the country, and place statutory language into the Constitutiois Clearly th
amendment should be rejected.

Those opposinghe motion to table contended:

Perhaps we are wasting our time in offering this amendment. Several Senators have told us privately that this amendment appears
to have merit, but they are not willing to make any modifications to the resolution. It is as though the language frone thesHous
been chiseled in stone. Nevertheless, we hope that we can persuade our colleagues to accept the Biden amendment, because the
arguments in its favor are compelling.

At present, literally every individual, corporation, and government except the Federal Government borrows money to make large
capital purchases. Individuals buy cars and homes on credit; corporations make factory and machine purchases on credit;
governments build waterworks, roadway, and other infrastructure projects on credit. All of this borrowing, or "deficit $pgnding
appropriate. The value of capital projects extends over several years so it is appropriate to pay for them over thess ugagul li
actually a great accounting distortion to pay for a project in the year it is started if its useful life is going to exteadenak
decades.
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Only the Federal Government does not borrow specifically for its capital expenditures. It collects funds and puts them in
account, the general fund of the Treasury, to pay for both operating and capital spending. Money is never specificalljdsorrowe
capital projects--costs are paid up-front. Money is only borrowed to replenish the general Treasury fund when it is bvelspent.
the terms of the balanced budget amendment, from now on it will take three-fifths majority votes in both Houses of Congre:
borrow funds to replenish the general Treasury.

The result will be to make it very difficult to borrow. Because the Federal Government currently spends much more the
collects, taxes will have to be raised and spending will have to cut. With spending reduced, pressure to cut fundidgfojecapita
will be extreme. People will not be willing to let the operating budget be cut because they receive the benefits fronethat bu
directly, immediately, and in full. For instance, financial aid to school districts will not be easily cut. However, pébplavilihg
to cut capital funding. For example, large military items such as aircraft carriers cost billions of dollars up-fronprbtedtien
that they provide Americans is not a directly measurable benefit for any individual, and the protection they offer isdeger deca

We do not want to see capital spending in America decline. Spending for bridges, roads, sewer systems, roads, and s
infrastructure projects spurs economic growth. Unlike simple transfer payments, such spending is on the production side c
economy, and yields tremendous returns for our country. Passing the Biden amendment to provide for a capital budgetlenakes
accounting sense, and makes good economic sense as well. We therefore oppose this motion to table.



